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What is Pay for Success? D

Investors provide upfront
capital to scale outcomes-based
projects

Contractors deliver
environmental outcomes and
cost savings that government
values.

Government pays contractor
(who in turn repays investors)
once outcomes are verified

Speeds things up Cheaper Frees up government time Guarantees success

Photo Credit


https://www.greenandhealthyhomes.org/services/innovation/how-it-works/

On the Ground

¢ Single contract makes the contractor responsible for all restoration work, resulting in
cost savings

e This approach reduces risk, allowing the contractor to offer a performance guarantee
for ecological success and a payment schedule that aligns with outcomes

Project Scoping Design, Procurement Construction Maintenance & Monitoring
& Process Control

TRADITIONAL
CONTRACTING

PAY FOR
SUCCESS

Analyze Land Design Build Maintain



Maryland

The country’s leader in
environmental Pay for Success

Agenda Progress
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Legislative Changes

Conservation Finance Act & Clean Water Commerce Act

CFA CWCA

« Green and blue infrastructure can be financed the e $20M to purchase water quality outcomes
same ways as gray
« Allows the state to more simply purchase e Clear, quantifiable outcomes

environmental outcomes, only paying when projects
successfully deliver e Agreement on outcomes measurement

« Creating a commission to look at ways to make
permitting easier for ecological restoration and e Transparent priorities
climate resilience projects

« Prioritizing environmental justice outcomes Verification



Round One Results

Over $90M Requested $17.5M Funded

Maximum of 100 points

Cost-effectiveness of Nitrogen Reductions (Maximum of 60 points) . . .
1. Max:mum of 60 points for the qumtllg of prqusals with the Iqwest price pgr poqnq of ® M aJor'ty Of p0|nts go to COSt
nitrogen, 45 for the second lowest price quintile, 30 for the third lowest price quintile, .
and 15 for the fourth lowest quintile, and 0 for the most expensive per pound quintile effect|ve ness (60/100)
Co-benefits (Maximum of 40 points) ) -
Co-benefits for each project can be received for all of the below categories, based on the C I €ar co be neﬁ tS d eﬁ ned
applicant selecting the co-benefit in the application form and providing explanation and/or 1 ih
documentation to substantiate the selection. © C I Im ate resi l ience
2. 10 points for enhancing the mitigation of and/or resilience to the effects of climate 0 1+1 H H H
change, including one or more of the items included on the application form. POSItlve Cha nge In h ! Storlca I Iy
3. 10 points for alleviating the environmental harms and risks borne by communities ma rg| nalized communities
disproportionately burdened by environmental harms and risks as identified by a .
score of 80 or higher in at least one census tract using MDE’s Environmental Justice O Local water qu al |ty standards
Tracking Tool. . .
4. 10 points for contributing toward the attainment of local water quality standards, (@) Other n Utr|ent I‘ed UCt 1ons
including one of the items included on the application form. .
5. Phosphorous or sediment load reductions that can be counted toward the State’s ©) Certa N B M PS
pollution reduction requirements under the Chesapeake Bay TMDL

a. Maximum of 5 points for the quintile of proposals which reduce the most
phosphorus, 4 points for the second highest reduction quintile, 3 points for the
third highest reduction quintile, 2 points for the fourth highest quintile, and 1
for the quintile of applications with the least phosphorus reductions.
b. Maximum of 5 points for the quintile of proposals which reduce the most
sediment, 4 points for the second highest reduction quintile, 3 points for the
third highest reduction quintile, 2 points for the fourth highest quintile, and 1
for the quintile of applications with the least sediment reductions.
6. 10 points for inclusion of natural filter practices as defined in 8-701 of the Agricultural
Article, or agricultural ditch management practices as defined by the Chesapeake
Bay Program.


https://www.policyinnovation.org/procurement-finance/conservation-finance

ashington
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Opportunities

Interest from state government
Fairly ambiguous state statute
Restoration is a clear priority

Current grant-making isn’t
cutting it

Local Project Example: RainCity

Seattle CBP3 with CIS

Credits will be purchased
post-construction (per acre)

No statutory barriers identified
in order to implement



https://www.commerce.wa.gov/wp-content/uploads/2019/03/Commerce-Environmental-Incentives-CBP3-feasibility-OPT.pdf

Barriers Framework
Golden Rules of Pay for Success

1. Time it Right
2. Don’t Sweat the Small Stuff

3. Define Success

4. Pay for What You Get
5. Scale to Win

6. Ambiguous Legality & $
Restrictions



https://www.policyinnovation.org/blog/the-golden-rules-of-pay-for-success-procurement
https://www.policyinnovation.org/blog/the-golden-rules-of-pay-for-success-procurement

Major Barriers & Potential Solutions

Time it Right

BARRIERS

e Ability to hold funds for more than 2

years

e Can't commit future funds

SOLUTIONS
e Short-term: find an NGO to “grant”
the money

e Long-term: Find or create a fund

Scale to Win

BARRIERS
e Pay for Success is cost effective at
scale

e May need to aggregate different
funding sources

SOLUTIONS
e Consider this when determining
appropriate pilot communities

e RFP scoring criteria

Legality & $ Restrictions

BARRIERS
e State statute is ambiguous.(This is
also a good thing!)

e Funds sources should be evaluated

SOLUTIONS
e Consider funding source restrictions
when determining pilot communities

e Work with State AG’s Office and
OFM for official opinion



Initial Next Steps

Confirm Legality

The state AG’s office and/or OFM
should give the official green light to
move forward.

Agenda Progress

Start working on an actual pilot

Most of the other issues are dependent on
the contracting entity. We suggest moving
forward with a pilot to work out these

problems.

e Document hurdles/successes and

publish publicly
« Planfor extratime
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https://www.google.com/url?q=https://www.policyinnovation.org/blog/new-report-delivering-faster-restoration-with-bipartisan-infrastructure-law-bil-funding&sa=D&source=calendar&ust=1681137979769414&usg=AOvVaw0jv4HDuJHjdBCqDKqo4gAg
https://www.google.com/url?q=https://enviroaccounting.com/&sa=D&source=calendar&ust=1681137979769414&usg=AOvVaw1zQ55hMwQ40R2CicmdH53J
https://www.google.com/url?q=https://www.restorationeconomy.org/successes&sa=D&source=calendar&ust=1681137979769414&usg=AOvVaw0sjDdV8UjXjjZaqOrkQ0R6
https://www.policyinnovation.org/blog/what-environmental-procurement-can-learn-from-the-economics-of-dungeons-amp-dragonsnbsp
https://www.policyinnovation.org/procurement-finance/conservation-finance

